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MEMORANDUX TO:

COLONEL GEORGE P. COLR
Executive Secretary

Department of Defense

M8. PATRICIA CORKEMW
Executive Secretary
Department of Commerce

M8. BUER NELSON

Executive Assistant to the
and Executive Secretary
Department of Agriculture

‘MR. BRENT SCOWCROFT
National 8ecurity Affairs
The White House

Secretary

Advisor

SUBJECT: PCC Meetin
' Meeting

lvlo.oo ttansmit the

J. 8

'Attnchm.nt-:

Department of Commerce peper
[ssues for the
November 18-1¢, 1989“

IAL

attached meeting notification
to principals representing your agency

Yi2sza9
UnhodSuucs[kmunuunuo(Suno

Washingson, D.C. 20520

November 2, 1989

MR. GARY EDGON
Chief of Btaft

U.8. Trede Represemtative

Y
CAPTAIN AMTHONY Woxsg
Executive Aesistant to the
Cheairman

Joint Chiefe of stglf

MR, H. LAKBRNCK . §AMDALL

Executive Secretary

Cantral [(ntelligence
Agency

ME. FMILY L. WALXER
Executive Secretary
Department of the Treasury

9 on U.8.-8oviet Joint Commercial Cormigsion

and paper

?ot on Roy
Executlve Becretary

“Overview of U.8.-8oviet Trade
Joint U.8.-U.8.8.R. Commeccial Commission,

A-413- 1R

- -4
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' 92%
United Smu Dcpanmt?l State Q?

Peshingan, D.C. 20830

l.. -
. |
99!!12!@11&&1 November 2, 1989
. S
:ﬂ} ‘ T0: PCC PARTICIPANTS
- :. : . . Ch)t- .
g FROM: gz:::; :é :;::an, Dop:ty Assiscant Secreta
I = an and Cana
% ; Department of g:ntc dian Mtlitq

* SUBJECT: PCC Meetin -
- Nest ing g on U.8.-8oviet Joint Commercisl Commiseion

A meeting to discuss the November
A 15-16 meeti
U.8.-8oviet Joint Commercial Coomission will be h:?dog -

as fallowe: -
DATE: Wednesday, November 8, 19g¢-
TIME: 10:00 A.X. |
LOCATION: EUR Conference Room
Room 6226A

Department of State

AGENDA ; Discuss U.5.-8oviet Joint
Commercial Commission Neeting

Pcincipals plus one are invited to attend the meet ing

Partioi ts should
rull 647-9370. Phone thelr attendance to Ms. Frances

Attachments:
As stated.

CONF IDENTIAL
DECL: OADR
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Cleared:KUR: :CKamman 4 ©

_ EUR/SOV/BOON: JHerbet <O
" KUR/SOV: J‘tof%&
EB: MHubbell
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The pu 6& of this memorandums i{s to reviev the a
and policy i{seuse for the U.Ss. dele ation to the

the Joint U.8.-yssr Commercial Comnm seion (JCC) to be hald in

9enda, objectives,
sleventh swssion of

Washington, November 135-16, 1989. The U.S. delegation will be
headed by Secretary Nosbacher. The Soviet delegation wi}) be headed
by Konstantin Katushev, Soviat Minister Forelgn rconomia Relations.

The JCC was established in 1973 as a mechanism
discusefion of trade prospecta and problame.
until the 1980 meating vas aancelled becausa

- of Afghsnisten. Neetings remumed in 1965 and have proceeded
annually since then, altarnating betvaeen Washington and Moscow. The
U.S. side of the Commigiion is comprisad of the Departmants of
Agriculture, Commerce, State, and Treasurys the Office of.the U.S.
Trade Representative, and the Hational Security Council.

for regqular official
™e CC mat annually
of the Soviet lnvasion

The JCC (s preceded each Yyear by a meating of the “Working Group of
Experte® (WGE), which ravieve economic developments and prospects n
each country and lays o4t the agreed plans for the JCC neeting. The
WGE met September 6-7, 1989, {n Washington, Chaired by Assistant
Seacretary Duesterberg and Deputy Minister Chumakov.

SETTING

This meeting of the JCC takee place in an environment significantly
different from earlier 2setings. President Bush has announced his
policy on U.S. relations with the USSR, which includes initiativesa
with important implications for commercial and economic relations.
The President has laid .ut the goal of integrating the Soviet Union
into the community of nations, stating that as the USSR moves toward

Greater openness and deaocratization, we wil) match their steps with
steps of our own.

Most imsportantly for US-Soviet trade relations, the President has
discussaed the possibili*y of a walver the Soviet Union under the
Jackson-Vanik Amendment He has told the Soviets that whould the
USSR codify its emigration lawe in accord with international
standarde and implement its laws faithfully, he te prepared to wock

with Congress of a temporary waiver of the Jackson-Vanik Amendment,

opening the way to extending Most Favorsd Naticon treatmant (MFN) to
the USSR.
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- Heanwhile, the Soviet Unfon has announced plana to

increasing dissatisftac

-a -

shift resourceg
from militery to civilian sectors and to incresase dramatically

investrment {n concumer industry and services. Under pereostroika,
the Soviets are introducing new steps to dacentrelize foreign and
dopestic ectmomic activity, and allow formation of Private
enterpriseess But econcmic grovth is slowing in the Soviet Unlon,
and econoni< confusion is rising as the old command econory system
is dismantled vithouyt adequately rapid replacameny ¥y aarkat
signale. Reforms are being implemented hamitantiy and to the

tion of producers, consumers, and bureaucrats.

The U.5. deleqation to the 1989 JCC faces the challenge of
developing and reaching agreement with the Soviats on ateps to

implement the President’s policy and take advantages of changes
underway in the Soviet Union.

AGENDA

The agenda for the JCC has been agreed tao as comprising:

1. Reviev of the Status of Bilatersl Trede .

3. Report of the Working Group of Experts .

3. Expansion of Trade and Economic Ralations, Including
Market Access and New Forms of Economic Cooperation

4. Trade Promotion and Business Facilitation

Tho‘polloy issues and decisions regarding promotion or tacilitation.
initiatives are all cor“atnad in the latter two (tems of the agenda.

~ TRADE AND ECONQMIC RELATIONS

In recent months the Sovietas increasingly have been voicing growing
dissatistaction with the Coursa of trade relatdons, and Soviet
officials have atated that this will be the major theme thair
delegation to the JCC will Press. Soviet representatives have noted
their disappointment that trade relatiaons have not inproved in
tanden with {mprovements elsavhaere in the bllataral relationship.

The Soviets acknowledge that the U.S. side has always said trade
cannot i{mprove without fundamental improvements {(n other aspects of
the relationship -- par iculsrly human rights. They then note that
emigration and other human rights gains have been pronounced (Jewish
emigration from the USSR in recent wonths has hean at annual rates
of 80,000, compared to annual exigration rates of 1000 ar leas (or
most of the 1980‘s). They also point to Progress in arms talks. in

regional i{ssues, and in other aspects of the relationship and ask
why trade ts beginning to lag further behind.

OAMEINTEITI:
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s mestings, the Soviets have pressed for U.s. po

specifia areas. At the JCC they can be Sxpectad to seek U
agresement- tao following:

g
1. f#oviex Garr eemrarship
2. Pelaxation of export controls
3. Porzanent and unconditional MrM {n the U.S. marxat
‘. Revislone to the bilateral tax treaty
s. Negotiation of a bilateral investwent agreement
8. Megotiation of o bilateral trade s

7. Establishment of » pPermanent vorking Jroup on economia
issues.

Proposed positions on these items for the u.s. delegation ¢to the Jcc -
are as follows:

i1, anxxn;.naxx;nmnﬁaxrnln_-~ The U.9. delegation should reitaratq
- that the United States doas not believe

assoclation with the GATT at thia time wou

GATT wmembers or of the internattona) trading eystem based on macket
forces and price nechanisms. Thig opposition (= basad solely on
economic and technical grounds: it appears to the U.S. side that
the USSR trading syestes la, at this time, {ncompatible with thae
rarket-oriented Philosophy embod{edq in GATT rules.

2. xxnnz:_ﬁnn:;nl. == The U.8§. delegation rhould streae thct'u.b.
interecst in expanding J.S.- Soviet trade s limited to no

9oods and services, and that it {s tundamantal in all oon
of U.8.-80oviet trade that our national securit
remain paramount,. The U.8, PuUrpose is to prevent the tranafer or
sensitive technology, not shut down trade; and the U.S. has been

pursuing a policy ot eliminating controls not contributing to our
national security,

). Enxngngn;Qﬂln_-- INn recent meetings, Soviet officiale have

saying that temporary, one Year at a time, MPN (g insufticient
build business confideice; and that the

temporery waiver under Jackson-vanik.

been

to
USSR (s not {nterasted in a

The U.3, delegation should rejterate the President’y statement that
should the UssR codify (ts enigration laws in accord with
international standardr and implement {ts laua falthtully, he {a

Prepared to work with Congresa for a temporary wajiver of the
Jackson-Vanik Amendmeant. Thie vould be a one Year at a time

waiver. The delegation should etrees to the Joviet side that no
altornntivc-oxlltl. ant that continuous MIN for the USSR §g not an

the Soviets to

COMOINrMTI2

' - 43R001300120001-4
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4. niln;n;gx_xgx_xxgngx =~ The USSR vants to negotiate a naw

bil.torli treaty tor the avoidance of doudle taxatlon,
existing treaty (signet in 197)). One of the
have the treaty cover {oint ventures.

updating the
Soviet interests ig to

The U.S. d‘i@qmtion should inform the Soviat side that the United

Stateeo agrezm™ the trea.y should be updated. We vould like to
conform the US-sSaviet Lreaty to our other tax treaties, and note
that recant Soviet treaties vith certain other countries are similar
to our model structure. It is in our mutual interwst to have a new
bilateral tax agreement vhich would includae coversge of joint
ventures. The U.S. delegation should tell the Soviet aida that
Treasury'’s Office of International Tax Policy le ready t9 begin
bilateral discussions aing negotiations.

3. Qllataral Investment Agresmmnt -- The soviet delegation to the
Septexber Working Group ot ¥xperts proposed that both sidee agres to
begin negotiating a bilateral investment protsation agrenmant,

vere told that the U.S8. side would respond to this propoenl at the
Decembar JCC.

The United States race 'ly offered to Hungary and Foland €0 begin
negotiating comprehensive business and economic agreemwnta which
vould include {nvestment Protection provisions. uy.s. companiee are
incressingly interest: - (n an {nvestment protection agresmant, for
Western fnvestment in the USSR {8 outpacing Soviaet developmant of g
legal base to regulate and protect foreign invesemant. Britafin, w.
Germany, Belgium, and Pinland are anong the countriee that have
already concluded inveatmaent protection agreements with the UsSar,
but these agreements are not as comprehensive as most in the United
Stateas would want. The ability and villingness of the USSR to enter
{into the rigorous type of Agresment the U.S&. would want ia unknown.

The U.S. delegation to the JccC should atate that it lg
snter {nto negotiations on a bilateral investme
agreement at thie tim=, but that the U.3. sida is prepared to form a
bilataral working group to explore conditione for foreign investnment
in the Soviet Union, exchange {nformation on investment policies and
treaties of each country, and to better determine it an {nvestment

protection agreement of a type which would bae mutually acceptable ia

feasible and desirable. The working group would be a part of the
JCC structurae.

6. nLLA;m(gl_xxgng_Agxnnmnn; == The Soviats are aware that thae
United States cannot enter into a trade Agreensnt with tha USSR
until vaiver is granted under the Jackson-vanik Amendment.
Recognising that perhaps 3-4 months would be required to negotiate
An agreement, the Soviats want to start negotiating as soon as
possible, rather than vaiting until a waiver.

pramature to
nt protection
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Procld@nt.han!lnnounccﬂ to Congress hiem intention to walve
t.uporattlnvtnarJacksou-VAnix restrictions on the USSR, The U.S.
doxoqutlaawﬁaonla"tnrt%*t-intor: the Soviet aide that the United
States is wiiling to tcrm o vorking group under the Jco to begin
considering oy an informal and preliminery basis vhat Iseues shoulq
‘be addresced {n g bile:! szl trade Agreemant, and to exchange ideas

The delegation shoulq e#tress that this positiva atep (s intended to
reduce theo total Amount of time required once both sides are
Actually ready to begin formal negotiatione, »ut thae the

- discussiona {n the vorking group will not in themselves constitute
negotiations.

, maaank A GKQUR -~ The Soviet Foreign Rconomia
© Comaiscion recently prorosed that a "continuing* working group be

established to discuss bilateral economic insuea. Ae viewed by the
Soviets, this group would be multi-agency, sufficiently high=level
to make decisions and bilatecal tgreements, and vould meet
frequently to consider che Epeactrum of economic issues.

o The U.S. delegation should state that we Are not preperwd to form a

P nev bilateral economig 4f0uUp, but that the JCC’m. Workiny Group of

v Experte, which wvas originally sstablished in 1974 to discusa
€CONOm{c matters, could Beet on a more frequent Tweeis than in the
Past. The delegation should state that both sides shoula encourage

4 broad renge of agencies and ministries to participate in the
meetings of the Working Group of Experts.

The U.3. delegation should ¢eek Soviet agreewent tp thae fo

tlowing
steps to facilitate U.3. exports and u.g

- buminess in the USSR:

Lonsumnx _Initiat{ive -- The U.S. should meek Soviat agreemant to a
program aimed at increr~ing the lmportance of the consurar sector in
bilateral trade. Soviei. consumer officiale would vieit tha Unitaeq
States in a sarfes of @ ploretory buyer miseiona, U.S. trade
missions would be planned, and both sides wvould work to collect and
distribute information cn market ressarch and on prospective buyars
and sellers through a special "clearinghoume~ .

-~ The U.8, delegation shouyld seek Soviat
agreement to hold a seminar in the Un{ited States featuri Soviet
policy officials ana speclaliets to provide wore information to u.s,
business on developments and pPlans f{n this area.

PANFINCMTIAL
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